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Sega Enterprises, Ltd. v. Maphia
948 F. Supp. 923 (N.D.Cal. 1996)
INTRODUCTION
Sega Enterprises, Ltd. ("Sega"), a major manufacturer and
distributor of computer video game systems and programs, brought
this action against Chad Sherman, systems operator of Maphia, for
copyright infringement,1 federal trademark infiingement,2 federal
unfair competition for false designation of origin,3 California trade
name infringement4 and California unfair competition.5 The United
States District Court for the Northern District of California granted
summary judgment for Sega on all its claims, including issuing a
permanent injunction which prohibits the defendant from further
copying Sega games by way of the Maphia electronic bulletin board
or any bulletin board run by Sherman.6
FACTS
Maphia is an electronic bulletin board system ("BBS").7 A BBS
consists of electronic storage media, such as computer memories or
hard disks, which are connected to telephone lines by modems and
are controlled by a computer.8 Users of a BBS can transfer
information from their own computers to the BBS computer by
"uploading" and also can retrieve information from the BBS by
1. See 17 U.S.C. §§ 101 et seq. (1996).
2. See 15 U.S.C.§§ 1051 et seq. (1996).
3. See 15 U.S.C.§§ 1125(a) (1996).
4. See California Business and Professions Code §§ 14401 et seq. (1987).
5. See California Business and Professions Code §§ 14210 (1987).
6. Sega Enterprises, Ltd. v. Maphia, 948 F. Supp. 923, 926 (N.D.CaI. 1996).
7. Id at 927.
8. Id
406
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"downloading."9 Video games, such as those made by Sega, are
programs that can be transferred in these ways," Users of a BBS
usually are given access to the system through a password."
Sherman, the system operator of Maphia, owned and maintained
the computer hardware and software used to run the BBS. 12 There
were approximately 400 users of the Maphia BBS who routinely
downloaded and uploaded files.'
Sega initiated this action after it received an anonymous tip that
Sherman was operating a BBS which contained and distributed
pirated and unauthorized versions of Sega's video game software.'
4
As a result of the tip, Sega obtained access to the Maphia BBS under
a pseudonym to determine the existence of unauthorized Sega
software on the BBS."5 Afterward, the court issued a search warrant
to seize Sherman's computer and to copy the memory before his
computer was returned. 6 At the time the computer was seized,
Maphia's BBS contained unauthorized copies of twelve games
developed by Sega, ten games licensed to Sega and six pre-release or
"beta" versions of the games developed by Sega.17
Sega games systems generally consist of two components, the base
unit game console and software stored on video game cartridges
which are inserted into the base unit. The disputed games contained
on the BBS were programs that were stored on Sega's video game
cartridges.'9 Games on a BBS can be downloaded to a user's
9. Id "Uploading" is a process by which a user transfers information from his
or her hard drive or disk to a designated database. "Downloading" is a process by
which a user transfers information from a designated database to his or her hard
drive or disk. In the case of a BBS, the information is transferred via a modem
connection.
10. Sega, 948 F. Supp. at 927.
11. Id.
12. Id.
13. Id.
14. Id.
15. Id.
16. Id.
17. Id. at 928.
18. Id. at 927.
19. Id at 928.
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computer and copied onto a floppy disk.2" This disk then can be
placed in an adapter drive (also called a "copier") which is a separate
hard drive specially adapted to run video games when connected to
the Sega base unit by a specially designed cable.21 This adapter drive
also enables users to copy the contents of a game cartridge onto a
floppy disk which then can be distributed to others through use of
systems such as the system used by a BBS.22 Sherman actively sold
these copiers, among other things, to Maphia's users.' Sega brought
suit in the United States District Court for the Northern District of
California alleging that Sherman was liable for copyright
infringement, federal trademark infringement, unfair competition for
false designation of origin under both Federal and California law and
trade name infringement under California law.24
LEGAL ANALYSIS
Initially, the court reviewed Sherman's arguments that Sega's entry
into the BBS through the use of a pseudonym constituted unclean
hands and violated the Stored Wire and Electronic Communications
and Transactional Records Act.' Rejecting these arguments, the court
held that Sherman's assertions were unpersuasive for two reasons: (1)
20. Id at 929.
21. Id.
22. Id
23. Id at 928.
24. Id at 926.
25. See 18 U.S.C. §§ 2701(a) and 2702 (1996).
18 U.S.C. § 2701(a) provides that it is illegal to "intentionally access without
authorization a facility through which an electronic communication service is
provided."
18 U.S.C. § 2702 provides that:
(1) a person or entity providing an electronic communication
service to the public shall not knowingly divulge to another
person or entity the contents of a communication while in
electronic storage by that service; and
(2) a person or entity providing remote computing service to the
public shall not knowingly divulge to any person or entity the
contents of any communication which is carried or maintained on
that service.
18 U.S.C. § 2702 (1996).
4081997]
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Maphia's public access is normally achieved by use of a pseudonym;
and (2) Sega's temporary restraining order authorized the seizure of
documents and correspondence in Sherman's control that related to
the reproduction of the alleged trademarks or copyrighted works.26
The court then discussed Sega's motion for summary judgment.
Sega contended that Sherman was liable for copyright infringement
under theories of direct, contributory and vicarious liability.27
Sherman claimed that even though Maphia's BBS users were allowed
to upload and download Sega games, this copying was a fair use
because it was a de minimis violation by persons using the games in
their homes.28
To establish aprimafacie case of direct infringement, a plaintiff
must prove: (1) ownership of a valid copyright in the infinged work
and (2) "copying" by the defendant.29 Sega submitted several
certificates of copyright registration which established a presumption
that it owned a valid copyright in the disputed works.30 The second
requirement of "copying," however, demands that the defendant be
directly liable for the act.31 Here, the court found that while
Sherman's actions were participatory, Sega could not show that he
personally uploaded or downloaded the file or directly caused such
uploading or downloading to occur.32 Thus, the court held Sega could
not prove direct infringement.33
Although the Copyright Act34 does not expressly impose liability
on anyone other than direct infringers, the court recognized the
common law doctrine of liability for contributory infringement."
26. Sega, 948 F. Supp. at 930-3 1.
27. Id. at 931.
28. Id.
29. Id See Sid & Marty Kroft Television Productions, Inc. v. McDonald's
Corp., 562 F.2d 1157, 1162 (9th Cir. 1977); Religious Technology Center v.
Netcom On-Line Communication Services, Inc., 907 F. Supp. 1361, 1366-67
(N.D.CA. 1995) [hereinafter "Netcom"].
30. Sega, 948 F. Supp. at 931 (citing 17 U.S.C. § 410 (c)); See also, Apple
Computer, Inc. v. Formula Int'l Inc., 725 F.2d 521, 523 (9th Cir. 1984).
31. Sega, 948 F. Supp. at 932 (citing Netcom, 907 F. Supp. at 1368-73).
32. Id.
33. Id
34. See 17 U.S.C. §§ 101 et seq. (1996).
35. Sega, 948 F. Supp. at 932.
409 [Vol. VII:406
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Contributory infringement is rooted in the notion that one who has
directly contributed to another's infringement should similarly be
held liable.36 Such liability is established where the defendant, "with
knowledge of the infiinging activity, induces, causes or materially
contributes to the infringing conduct of another."'37 As a result, the
court explained that to impose liability on Sherman for contributory
infringement, Sega must establish: (1) the users of Sherman's Maphia
BBS directly infiinged Sega's copyright; (2) Sherman knew of the
users' activities; and (3) as a result of this knowledge, Sherman
induced, caused or materially contributed to their infinging activity.
38
After a factual examination, the court determined that Sega met each
of these requirements.3 The court noted that unauthorized copies of
Sega game files were downloaded from or uploaded to Sherman's
BBS by the BBS users. 4' Additionally, there was evidence that
Sherman tracked or had the ability to track user uploads and
downloads.4 Sherman not only provided the facilities for copying the
games, he also actively solicited users to upload unauthorized games,
provided a road map on his BBS for easy identification of Sega
games available and sold copiers to facilitate playing the downloaded
games.42 As a result, the court held Sega had established aprimafacie
case of contributory copyright infringement.43
Sherman, however, argued that even if he had contributorially
infringed Sega's copyright, the copying by Maphia BBS users was a
fair use because there was no evidence that the users did more than
36. Id. See also, Fonovisa, Inc. v. Cherry Auction, Inc., 76 F.3d 259,261 (9th
Cir. 1996) (citing Sony Corp. v. Universal City Studios, 464 U.S. 417,435 (1984));
Gershwin Publishing Corp. v. Columbia Artists Management, Inc., 443 F.2d 1159,
1162 (2d Cir. 1971); Netcom, 907 F. Supp. at 1372.
37. Sega, 948 F. Supp. at 932 (citing Fonovisa, 76 F.3d at 261 (quoting
Gershwin, 443 F.2d at 1162)).
38. Sega, 948 F. Supp. at 932.
39. Id. at 933.
40. Id.
41. Id
42. Id. The court noted another court's decision that found the sale of such
copying devices constitutes contributory infringement. See, Nintendo of America,
Inc. v. Computer and Entertainment, Inc., 1996 WL 511619, *4 (W.D.Wash. 1996).
43. Sega, 948 F. Supp. at 933 (because the court found contributory
infringement liability, it said it did not need to address the vicarious liability claim).
4101997]
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play the games in their own homes or that they further distributed the
games." Under the fair use defense, there is no liability if a person's
use is a fair one, even if the person violated one of the copyright
holder's exclusive rights." Generally, four non-exclusive factors are
considered in the determination of fair use: (1) the purpose and
character of the use; (2) the nature of the copyrighted work; (3) the
amount and substantiality of the copyrighted work used; and (4) the
effect of the use upon the potential market for the copyrighted work.46
Sherman could escape liability if he showed either the BBS users'
actions constituted fair use47 or his contributing actions qualified as
fair use.48
Initially, the court found the purpose and character of the use to
weigh against a finding of fair use with respect to Sherman's
activities.49 The court considered Sherman's that direct commercial
benefit from the infringement, 0 the encouragement to download
games to avoid buying the game cartridges from Sega51 and the
absence of evidence that the copying was creative52 were evidence
which the court found could not be considered a fair use.
The nature of the copyrighted work factor provides that the closer
the copyrighted work is to the core of intended copyright protection,
the more difficult it is to establish the fair use defense. 3 Courts often
consider whether the copyrighted work is informative or creative in
assessing this factor." The court found that because Sega video
44. Id.
45. Id.(citing 17 U.S.C.§ 107 (1996)).
46. Sega, 948 F. Supp. at 933 (citing 17 U.S.C. § 107(1996)); Campbell v.
Acuff-Rose Music, Inc., 510 U.S. 569, 576-80, 114 S.Ct. 1164, 1170-71 (1994).
47. Id. at 934 (citing Fonovisa, 76 F.3d at 264 (a defendant cannot be
contributorily liable unless direct infringement by another party is found)).
48. Sega, 948 F. Supp. at 934 (citing Netcom, 907 F. Supp. at 1378).
49. Id.
50. Id. (citing Netcom, 907 F. Supp. at 1379).
51. Id See American Geophysical Union v. Texaco Inc., 802 F. Supp. 1, 14-16
(S.D.N.Y. 1992), aft'd60 F.3d 913 (2d Cir. 1994), cert. denied -- U.S. ---, 116
S.Ct. 592 (1995).
52. Id, (citing Triad Systems Corp. v. Southeastern Express Co. 64 F.3d 1330,
1336 (9th Cir. 1995), cert denied--U.S. -- , 116 S.Ct. 1015 (1996)).
53. Sega, 948 F. Supp. at 934 (citing Acuff -Rose, 510 U.S. at 586-87).
54. Id (citing Netcom, 907 F. Supp. at 1379).
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games are used for entertainment and involve highly creative, fanciful
works, this factor also weighed against a finding of fair use. 5
Next, the court found that because BBS users copied virtually
whole copyrighted works through their uploads and downloads of
Sega games, the amount and substantiality used factor weighed in
favor of Sega. 6 Additionally, the court noted that Sherman did not
show any public benefit or provide any legitimate explanation for the
complete copying.
7
Finally, the court asserted that while all factors must be weighed
together, the effect of the use upon the potential market is the most
important. 8 This factor addressed whether unrestricted and
widespread conduct of the sort engaged in by Sherman would result
in a substantially adverse impact on the potential market for the
copyrighted work.59 The court found the unauthorized copying of
Sega video game programs could substantially decrease Sega's sales
of video game cartridges.' The court also found that Sherman's
selling and advertising of the game copiers, in conjunction with the
BBS, supplanted the need to purchase genuine Sega video games.61
According to the court, the only substantial use of the copiers was to
avoid having to buy video game programs from Sega.62 Additionally,
the court found that unrestricted and widespread use of these
unauthorized games would result in a substantial adverse impact on
the market for Sega games.63 Thus, this factor also weighed against
55. Id See Harper & Row Publisher, Inc. v. Nation Enterprises, 471 U.S. 539,
563 (1984); Stewart v. Abend, 495 U.S. 207,.237-38 (1990); Playboy Enter., Inc.
v. Frena, 839 F. Supp. 1552, 1558 (M.D. Fla. 1993).
56. Id at 935.
57. Id
58. Sega, 948 F. Supp. at 935 (citing Los Angeles News Service v. Tullo, 973
F.2d 791, 798 (9th Cir. 1992) (citing Harper & Row, 471 U.S. at 566).
59. Id (citing Acuff-Rose, 510 U.S. at 589-91).
60. Id.
61. Id
62. Id at 925 (citing Nintendo, 1996 WL 511619 at *4).
63. Sega, 948 F. Supp. at 935. See, Playboy, 839 F. Supp. at 1558-59 (finding
that the provision of a BBS from which users were given access to Playboy
copyrighted pictures would adversely affect the market if such conduct became
widespread).
1997] 412
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a finding of fair use.64 Because the court found all four factors to
weigh against a finding of fair use, the court determined that Sega had
met its burden to show contributory copyright infringement by
Sherman and granted Sega's summary judgment motion on the
copyright claim.65
Sega additionally claimed that Sherman's actions were willful
which would entitle Sega to greater damages.66 Generally, the
assessment of a party's state of mind is a factual issue not usually
determined on a motion for summary judgement.67 The court,
however, found compelling evidence that Sherman willfully infringed
upon Sega's copyright.6" The court concluded that Sherman
intentionally contributed to the users' infringement of Sega's
copyright and that he intended to profit from the sale of copiers which
were designed to make unauthorized game copies.69 Thus, the court
found that Sherman's contributory copyright infingement was
willful. 70
Sega also asserted that Sherman violated federal trademark law
under the Lanham Act71 by trademark counterfeiting.' 2 Sega alleged
that Sherman willfully used Sega's trademark in connection with the
counterfeit games available on his BBS.' To examine this claim, the
court analyzed Sega's ownership of the trademark and the likelihood
of confusion factors.74
In order to prove a prima facie case for federal trademark
infiingement,75 the plaintiff must show: (1) the trademark is owned
64. Sega, 948 F. Supp. at 936.
65. Id.
66. Id See 17 U.S.C. § 504(c)(2) (1996).
67. Sega, 948 F. Supp. at 936.
68. Id.
69. Sega, 948 F. Supp. at 936.
70. Id
71. 15 U.S.C. § 1114 (1996).
72. Sega, 948 F. Supp. at 936.
73. Id.
74. Id. at 936-37.
75. Id at 937. 15 U.S.C. § 1114 provides that any person is liable for trademark
infringement if that person, without the consent of the trademark registrant:
(a) use[s] in commerce any reproduction, counterfeit, copy, or
colorable imitation of a registered mark in connection with the
[Vol. Vl1:406413
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by or associated with a particular plaintiff; and (2) the defendant's use
of the trademark is likely to cause confusion or mistake among the
public as to the origin of the goods.76 The court concluded that
because Sega owned a federal trademark registration of the mark, it
was the owner.77
To determine whether a likelihood of consumer confusion existed,
the court applied its Circuit's "digits of confusion test," which
includes: (1) strength of the mark; (2) proximity of the goods; (3)
similarity of the marks; (4) evidence of actual confusion; (5)
marketing channels used; (6) type of goods and the degree of care
likely to be exercised by the purchaser; (7) defendant's intent in
selecting the mark; and (8) likelihood of expansion of product lines.7"
The court explained that these factors, because not relevant to every
case, serve as a guide which is neither exhaustive nor conclusive.79 As
a result, the court only addressed factors it deemed relevant to this
case.
80
In examining the proximity of the goods and the similarities of the
marks, the court concluded that because the games downloaded from
the BBS were identical to genuine Sega games, there was no issue in
dispute with regard to this factor.8 According to the court, this exact
replica constituted a counterfeit mark.
2
The court next looked at Sherman's intent in selecting the mark.
sale, offering for sale, distribution, or advertising of any goods
or services on or in connection with which use is likely to cause
confusion, or to cause mistake, or to deceive.
15 U.S.C. § 1114 (1996).
76. Sega, 948 F. Supp. at 936 (citing New West Corp. v. NYM Co. of
California, Inc., 595 F.2d 1194, 1201-02 (9th Cir. 1979)). See also, Jockey Club,
Inc. v. Jockey Club of Las Vegas, 595 F.2d 1167 (9th Cir. 1979). The second
element can be broken down into two requirements: (a) the use of the mark is likely
to cause confusion, and (2) the defendant used the mark. See Alchemy II, Inc., v.
Yes! Enter. Corp., 844 F. Supp. 560, 569 (C.D.Cal. 1994) (citing HMH Publishing
Co. v. Lambert, 482 F.2d 595, 598 (9th Cir. 1973).)
77. Sega, 948 F. Supp. at 937.
78. Id (citing AMP Inc. v. Sleekcraft Boats, 599 F.2d 341,348 (9th Cir. 1979)).
79. Sega, 948 F. Supp. at 937 (citing Metro Pub. Ltd. v. San Jose Mercury
News, 987 F.2d 637, 640 (9th Cir. 1993)).
80. Sega, 948 F. Supp. at 937.
81. Id
82. Id
1997)
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The evidence suggested that Sherman intentionally used or adopted
the mark. 3 Sherman's creation of files entitled "Maphia--Sega," his
use of the word "Sega" to identify Sega games on the BBS, his
solicitation of others to upload games to the BBS and his awareness
that the Sega trademark appeared when games downloaded from the
BBS were played all served as evidence that Sherman intended to
profit by using the mark." In the Ninth Circuit, a defendant's
knowing adoption of a mark which is similar to the plaintiff's
trademark raises a presumption of consumer confusion and satisfies
the second requirement of a prima facie case of trademark
infringement.85
Next, the court concluded that proof of actual confusion was not
necessary under the Lanham Act.86 Once a product is put into
commerce, according to the court, likelihood of confusion, mistake
or deception occurring at some future time is sufficient to establish
liability for trademark infringement."
Thus, in accordance with the digits of confusion analysis, the court
found a likelihood of consumer confusion regarding the sponsorship
and origin of the game files available on the BBS.88 The court
concluded that Sega proved it owned the Sega mark.89 Moreover,
there was sufficient evidence that Sherman used, adopted or
authorized the use of the mark on his BBS. This use created a
likelihood of consumer confusion.9' The court also concluded that
Sega established a prima facie case that Sherman's use of its
trademark on games which were virtually identical to Sega game
programs constituted willful counterfeiting.92 As a result, the court
granted Sega's motion for summary judgment for trademark
83. Id.
84. Id.
85. Id (citing Harley-Davidson, Inc. v. Seghieri, 29 U.S.P.Q.2d 1956, 1993 WL
645931 (N.D.Cal. 1993)-(citing Sleekcraft, 599 F.2d at 341)).
86. Sega, 948 F. Supp. at 938.
87. Id(citing Rolex Watch U.S.A., Inc. v. Canner, 645 F. Supp. 484, 492
(S.D.Fla. 1986)).
88. Sega, 948 F. Supp. at 938.
89. Id.
90. Id.
91. Id.
92. Id at 939.
[Vol. VII:406
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infringement. 93
The court also granted Sega's motion for summary judgment in
regard to its claims for federal false designation of origin under the
Lanham Act94 and the state law claims for trade name infringement95
and unfair competition.'6 The court concluded that the same analysis
relevant to the federal trademark infiingement claim also controlled
in these claims.97 As. a result of its likelihood of confusion analysis,
the court ruled in favor of Sega on the three remaining claims.98
Next, the court discussed the remedies available to Sega for all its
claims. Initially, the court held that Sega was entitled to permanent
injunctive relief under its copyright, trademark and state trade name
claims.99 The relief was designed to protect all of its copyrighted
video games, to prevent the violation of its trademark rights and to
preclude Sherman from using its Sega trade name on his BBS.1"
After evaluating the monetary damages available for copyright
infringement, the court awarded $10,000 to Sega in accordance with
the statutory damages provided by the Copyright Act.10 1 The court
93. Id
94. 15 U.S.C. § 1125(a) provides:
any person who, on or in connection with any goods or services,
uses in commerce any work, term, name, symbol ... or any
combination thereof, or any false designation of origin ... which
... Is likely to cause confusion, or to cause mistake, or to deceive
as to the affiliation, connection, or association of such person ...
as to the origin, sponsorship, or approval of his or her goods ...
shall be liable in a civil action by any person who believes that
he or she is or is likely to be damaged by such an act.
15 U.S.C. § 1125(a) (1996).
95. Cal. Bus. & Prof. Code §§ 14401 et seq. (1987). Section 14402 provides
that "any court of competent jurisdiction may restrain, by injunction, any use of
trade names in violation of the rights defined in this chapter." Id.
96. Cal. Bus. & Prof. Code §§ 17200, et seq. (1987). Section 17200 defines
unfair competition as any "unlawful, unfair, or fraudulent business practice and
unfair, deceptive, untrue or misleading advertising." Id.
97. Sega, 948 F. Supp. at 939.
98. Id.
99. Id. at 940.
100. Id
101. Id. See 17 U.S.C. § 504 (1996). Section 504 provides that where the
infringement was committed "willfully" the court has the discretion to award
statutory damages not to exceed $100,000 for the infringement of each particular
1997] 416
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looked to Nintendo -of America, Inc. v. Dragon Pacific Int7102 in
which the court determined that a statutory damage award of $5000
to the plaintiff for the defendant's willful infringement of a single
video game was appropriate.t"3 Thus, the court awarded $5000 for
each of the two Sega games that were known to have been
infringed."'
Additionally, under the Copyright Act, a court has the discretion to
award to the prevailing party reasonable attorneys' fees and costs."0 5
The court found that Sherman's willful infringement and his
participation in the sale of copiers weighed in favor of an award of
attorneys' fees.1"6 Additionally, the court considered this sort of
remedy to be an appropriate deterrent for future copyright
infringement.10 7 The court explained that this type of activity, if left
unchecked, could "quickly cause widespread, unauthorized
distribution of a copyright holder's software and adversely impact the
market for the work." ' 8 Thus, the court granted Sega's request for an
award of attorneys' fees with respect to its copyright infringement
claim. 10
9
The court next discussed the monetary relief for trademark
infringement, false designation of origin and unfair competition.
According to Ninth Circuit precedent and the Lanham Act, a plaintiff
is awarded monetary relief under three circumstances based upon: (1)
defendant's profits, (2) any damages sustained by the plaintiff and (3)
the costs of the action for infringement that is deliberate and
willful.' 0 Additionally, in counterfeiting cases, absent extenuating
work. Id.
102. 40 F.3d 1007, 1010(9th Cir. 1994), cert denied-- U.S.---, 115 S.Ct. 2256
(1995).
103. Sega, 948 F. Supp. at 940.
104. Id The evidence established that Sega's games Jurassic Park and Sonic
Spinball had been infringed.
105. Id. See 17 U.S.C. § 505 (1996).
106. Id
107. Id. at 941.
108. Id.
109. Id.
110. Id. See 15 U.S.C. § 1117(a) (1996). See also, Maier Brewing Co. v.
Fleischmann Distilling Corp., 390 F.2d 117, 123-23, cert. denied, 391 U.S. 966
(1968).
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circumstances, a court is required to award treble damages or profits,
whichever is greater."' The court held that because Sherman's
infringement was willful and constituted counterfeiting, Sega was
entitled to reasonable attorney's fees and either treble damages or
profits."' However, the court noted that Sega had not yet presented
evidence regarding its damages or profits.1 As a result, the court
withheld judgment until the Chief Magistrate Judge held a hearing on
this matter at a later date."
4
CONCLUSION
In conclusion, the court granted Sega's motions for summary
judgment. Additionally, the court held that Sherman was liable for
(1) willful contributory infringement of copyright; (2) trademark
infringement and unfair competition under the Lanham Act and (3)
trade name infringement and unfair competition under California
law." 5 The court also granted a permanent injunction against
Sherman's use of Sega games on any BBS.116
Shannon M Nolley
111. Sega, 948 F. Supp. at 941.
112. Id
113. Id
114. Id
115. ld at 923.
116. Id
41819971
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